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EXECUTIVE SUMMARY 
 
K-water, has seen a 10-fold increase in its debt equity ratio over the past decade. According 
to the theory of financial management, an increase in a company's debt equity ratio also 
increases the risk of bankruptcy, thus increasing the cost of financing the company. Thus these 
following questions were studied in this study. Does the bond interest rate rise when the debt 
ratio of public corporations increases? What are the other factors that affect the bond's interest rate? 
 
In the first analysis, K-water & Korea Express Highway’s the bond valuation yield was 
analyzed. According to the analysis of the bond valuation yield of the two companies, these 
two companies are still publicly notified of the same bond valuation yield as in the past, even 
though K-water's debt ratio is 100%p higher than that of the Korea Expressway Corp. Therefore, 
it is hard to say that there is a correlation between the debt equity ratio and the bond interest rate. 
 
In the second analysis, the K-water and LH cases analyzed the correlation of factors affecting 
bond interest rates among various independent variables, such as market conditions and 
issuance amount, including the benchmark interest rate, in addition to the financial ratio. The 
analysis showed that the independent variables that affect the two companies were net issuance 
amount and maturity.  
 
According to the above two analyses, the bond issue rate of public corporations is not related 
to the increase in financial risks such as debt-to-equity ratio. This means that even if the debt 
ratio of public corporations increases and the financial risk increases, the investor does not 
believe that the risk of bankruptcy of public corporations increases, in other words, the investor 
is seen as putting more importance on the government's supportability when investing in bonds 
of public 
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1. Introduction 
The Former South Korean government ordered South Korean public institutions to carry out 
many construction projects aimed at revitalizing the economy, which resulted in an increase 
from 168.5 trillion won to 505.3 trillion won in the debt of South Korean Public Institutions 
from 2008 to 2015 (Kim, 2017). Issuing bonds has increased these debts because bonds are the 
main source of raising funds for public institutions. As of October 2019, public institutions’ 
bond issue balance is 324 trillion won (KFIA, 2019). Moreover, public institutions were 
established with taxpayers’ money and their revenues mostly come from public utility charges 
on tap water, electricity and gas. Thus, a rise in bond interest rates for public institutions will 
cause a hike in public utility charges, ultimately increasing the burden on the people. 
There has been a growing interest in studying the correlation between company’s financial 
risks, such as high debt ratio and increased bond interest rates (Choe & Choi, 2018). Because 
bond investors invest in the consideration of the financial risk of the entity, differences in 
financial statement results for each company cause a difference in their bond interest rates 
(Kyeong, 2014). Also, because a company's credit rating evaluates its financial factors, the 
bond interest rate is lowered when a company's credit rating is raised (Kim, 2006). However, 
these studies were conducted on bonds of private companies, not public institutions. It means 
that when South Korean public institutions go bankrupt, the government can pay off their debts 
instead. Consequently, the effect of a public institution's financial risk may differ from that of 
a private company. For example, figure 1 shows the difference in interest rate between Korean 
Treasury and K-water bonds from 2010 to 2018. Although K-water's debt ratio has increased 
tenfold from about 20 percent to about 200 percent during this period (Alio, 2019), the 
difference between the interest rate of K-water and the interest rate of Korean treasury bonds 
has not changed. 
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Figure 1 Interest rate difference between Korean Treasury bonds and K-water bonds of the 
same maturity. 
Source. Korea Financial Investment Association. Bond Issue Statistics. (2019). Retrieved 
from http://freesis.kofia.or.kr/stat/FreeSIS.do?parentDivId=MSIS20000000000000 
 
The purpose of this paper is to analyze the extent to which financial and nonfinancial factors 
affect the bond interest rate issued by South Korean public institutions’, like K-water. In other 
words, the researcher will investigate whether there are factors that affect the bond issue rate 
of public institutions’ differently from private companies. Thus, this paper will suggest policies 
on how to reduce financing costs for public institutions. 
Ultimately, the following research questions will guide this research paper. First, is there a 
correlation between the financial risk of a public institution and the interest rate? Second, is 
there a difference in the issue rate due to financial risk, and if so how significant is this 
difference? Last, is there a specific factor that affects the bond issuing rate only for public 
institutions (such as Government policies and government budget support)? 
This research paper is divided into four steps. First, I will analyze the current status of Korean 
bond market. Secondly, I will review previous research on determinants of private companies’ 
bond issue rate. Thirdly, I will hypothesize the determinants of public institutions’ bond interest 
rate and draw a statistical research model. Finally, I will summarize the study and suggest 
practical application methods. In order to conduct this research, I will run a regression of 
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various financial and nonfinancial dependent variables including debt ratio, interest 
compensation scale and credit ratings, etc. Also, I will examine the existing literature through 
the KDIS library and many companies’ financial statements through audit reports. 
 
2. Literature Review 
Before proceeding further, it is necessary to define clearly the two terminologies referred to 
in this research paper. In particular, it is imperative to clarify what we mean when we talk about 
“corporate bond spread” and “bond credit rating.” According to Kim (2014), corporate bonds 
have higher interest rates because of their high credit risk compared to treasury bonds. This 
difference between corporate bond interest rates and Treasury bond interest rates is called 
“corporate bond spread.” In other words, investors demand higher interest rates than Treasury 
bonds because they think corporate bonds are riskier assets than treasury bonds. Regarding the 
second terminologies, “bond credit rating, it is useful to refer to the definition made by Kim 
(2009). Kim defines credit rating as a function of determining the ability of a corporate bond 
issuer to repay principal and interest and providing it to investors. Therefore, to evaluate credit 
ratings, credit rating agencies conduct quantitative assessments such as financial ratios and 
qualitative assessments such as the growth potential of the industry.   
 Recently, there have been growing concerns about the increase of public institutions’ debt 
and bond issuance, but few related studies are conducted (Jun, 2015). Like developed countries, 
Korea's bond market size is growing, and bonds issued by public institutions are also exposed 
to the risk of price fluctuations due to interest rate fluctuations. However, there are not enough 
research papers about bonds compared to stocks in Korea (Choe & Choi, 2018). 
Many research papers have been made to determine the cause of corporate bond spreads. In 
this section, I provide an account of the development of scholarship in the field of studies on 
the determinants of corporate bond spread. Foreign countries developed bond markets earlier 
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than Korea; thus, there are various research papers about determinants of corporate bond.  
Papers about the correlation between credit ratings and bond spreads revealed that credit 
ratings alone cannot explain bond spreads (Collin et al., 2001; Elton et al., 2004; Chen et al., 
2009). It was revealed that liquidity of corporate bonds is an important factor in determining 
the spread of corporate bonds (Houweling et al., 2005; Chen et al., 2007; Lin et al., 2011). 
There is a negative correlation between stock market returns and bond spreads (Lamdin, 2004). 
As explained above, many studies have been conducted in foreign countries to identify the 
correlation between external or macroeconomic indicators and bond spreads. In Korea, 
however, many studies have attempted to reveal the correlation between individual factors of 
corporate and bond spread. 
In Korea, studies on the determinants of corporate bond spread have largely been divided 
into three parts. The first part is the financial factors and size of the enterprise. According to 
Byeon (2004), the debt ratio shows a positive relationship with the bond interest rate. However, 
there is no correlation between enterprise size and bond interest rates. The second is the study 
on the impact of credit ratings and the financial characteristics of companies on bond interest 
rates. (Kim, 2001). According to this research, there is a 51% correlation between the credit 
rating and corporate bond spread. In addition, financial factors like a debt ratio, also have 
additional causal factors. The third is a study that tries to find a correlation between corporate 
governance, managerial transparency, and bond interest rates. For governance items, the 
composition of the board of directors and the operation status of the board of directors were 
assessed. For managerial transparency items, financial information disclosure and IR activities 
were considered. According to the analysis, governance and managerial transparency represent 
a negative correlation between bond interest rates (Park, 2002).  
The various studies quoted above helped explain the causes of bond spreads in the entire 
bond market. However, these studies were conducted on bonds of private companies, not public 
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institutions. Therefore, the above papers may not explain the cause of public institutions’ bond 
spread. In other words, according to Kim (2001) and Byeon (2004), the company's credit 
ratings and financial ratios have an impact on the bond spread, but public institutions’ credit 
ratings do not downgrade even if their debt increases more than ten times. In addition, 
according to Park (2002), financial information disclosure and IR activities affect bond spread 
but public institutions are passive in these activities compared to private companies. 
Nevertheless, bond spreads are much smaller than those of private companies. 
The purpose of this study is not to focus on the analysis of the whole Korean corporate bond 
market. Instead, this research is primarily focused on the bond of Korean public institutions 
only for the last decade because I want to focus on recent, unique factors that affect the 
corporate bond interest rate of public institutions, unlike many previous research papers. To 
find the correlation between the financial ratio and bond interest rate, I will compare the cases 
of K-water and Korea Highway Corporation. Because these two companies have similar 
financial ratios and business areas from the past, the bond interest rate has been similar. I will 
also compare the case of K-water and LH. Over the past decade, the financial ratios of these 
two companies have changed in the opposite direction. In other words, K-water’s debt ratio has 
increased tenfold from 2008 to 2018 but during this period, LH's debt-to-equity ratio dropped 
by about half.  
It seems appropriate to limit the scope of this study to the most recent 10-year period and to 
public institutions. If an investigation is conducted for a period of more than ten years, it may 
become difficult to obtain accurate bond data, and the results may be distorted by various 
variable such as regulation changes in the financing market and changes in investor’s demand. 
Instead, the results could present accurate factors affecting the bond interest rate. 
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3. Data 
The bond data for the analysis of this research will be used from the Korea Financial 
Investment Association and Yonhap Infomax, a financial information provider. Unlike 
standardized and highly liquid treasury bonds, corporate bond transactions are conducted 
intermittently, making it difficult to measure the transaction rate of individual corporate bonds 
and the corresponding spread. Therefore, the transaction rate of individual corporate bonds will 
be excluded from the analysis list, and only the difference between the corporate bond interest 
on the day of issue and the interest rate with the same maturity of treasury bonds will be 
analyzed. Detailed definition of corporate bond for the analysis is bonds is as follows.  
• When comparing the spread between KTBs and corporate bonds, only the 
Straight Bonds are analyzed. This is because structured bonds with options can 
distort interest rate differences. 
• Compound bonds and discount bonds can also distort interest rate information, 
so only coupon bonds are analyzed. 
• Land compensation bonds are excluded from analysis because interest rates are 
fixed based on the 3-year or 5-year periodic deposit interest rate announced by 
the Financial Association under the Land Compensation Act, regardless of 
individual company’s financial risks. 
• I will analyze bonds issued from 2009. Because kwater has issued a number of 
bonds for the four-river and Ara-waterway business since 2009, while LH was 
established in 2009 by merging two different companies. 
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According to the above definition, there are a total of 381 bond data to be analyzed, 115 for 
Kwater and 266 for LH and bond issue amount by year are shown in figure 2&3 below. 
Unit : Number 
Figure 2 Number of bond issues by year 
Source. Korea Financial Investment Association. Bond Issue Statistics. (2019). Retrieved 
from http://freesis.kofia.or.kr/stat/FreeSIS.do?parentDivId=MSIS20000000000000 
 
Unit : KRW 100 million 
Company Sum 2009  2010  2011  2012  2013  2014  2015  2016  2017  2018  2019
Kwater 125,000 6,000 20,700 36,600 10,400 7,000 8,900 2,600 9,200 10,400 7,900 5,300 
LH 375,670 6,000 18,500 47,000 90,800 88,500 63,600 21,700 22,900 6,800 5,570 4,300 
Figure 3 Bond issue amount by year 
Source. Korea Financial Investment Association. Bond Issue Statistics. (2019). Retrieved 
from http://freesis.kofia.or.kr/stat/FreeSIS.do?parentDivId=MSIS20000000000000 
 
Although the two institutions were selected to analyze changes in bond interest rates caused 
by changes in debt ratio, the problem found in the table above is that the number of bonds 
issued and the amount of bonds issued are different. Different timing of bond issuance is that 
the Bank of Korea's benchmark interest rate applied at the time the two institutions issued bonds 
was different, and financial market conditions, including demand for investment in bonds, were 
different due to changes in the real economy. The different size of bond issuance means that 
the two institutions' ability to negotiate interest rates with bond investors was also different 
when issuing bonds. Therefore, it is impossible to analyze the impact of interest rates on newly 
issued bonds due to changes in financial ratios, such as debt ratios, if the interest rates of the 
two institutions are simply compared. 
Therefore, in this study, we want to analyze the correlation of bond interest rates by debt 
Company Sum 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 
Kwater 115 3 15 30 10 7 8 3 9 13 9 8
LH 266 3 10 30 69 72 39 14 14 5 6 4
11 
 
ratio using bond valuation yield. The estimated interest rate when each individual entity issues 
a bond is called the bond valuation yield, which is calculated using data such as the interest 
rate of each individual entity's new issued bond and the transaction price of the existing bond. 
Bond valuation yields are accepted as market interest rates in the bond market. This bond 
valuation yield is announced daily, so if this is compared, the interest rate issued by each 
company can be compared. 
 
 
4. Empirical Analysis 
4.1. Bond Valuation Yield Analysis 
To further explain bond valuation yield, there are four bond valuation companies in Korea, 
and these four companies analyze data such as changes in the interest rate of Korea treasury 
bonds, interest rates on newly issued bonds of each individual company, and the transaction 
price of existing bonds through their own bond interest rate estimation model, and disclose the 
estimated interest rate if each individual company issues new bonds. The average interest rate 
of estimated interest rates announced by the four companies may differ slightly from the actual 
bond issuance rate, but it is accepted as a market rate in the bond market. Therefore, when 
comparing daily bond valuation yield, changes in the bond issue interest rate of each agency 
can be compared. 
In this section of bond valuation yield analysis, I will compare the examples of highway 
corporation and K-water. The reason for comparing the bond valuation yield between Korea 
Expressway Corporation and K-water is that in the past, when the bond valuation yield notice 
was first started, the interest rate on the newly issued bonds of the two companies was 
considered the same and announced at the same interest rate. The reason why the two 
companies were publicly announced at the same interest rate in the past was that they were the 
12 
 
only SOC public institutions with a lower debt ratio than the average debt ratio of 180% of 
other public corporations. Thus, comparing the bond valuation yield from the change in the 
debt ratio of these two companies, we find the effect of changes in the debt ratio of public 
institutions on the bond issue interest rate. 
The table figure4 shows changes in the annual debt ratio of the two agencies. K-water was 
the lowest among South Korea's public companies with a debt ratio of 16% in 2007, but its 
debt ratio increased to about 180% in 2018 as it began large-scale state projects such as the 
four-river project and the Ara Waterway project in 2009. In comparison, the Korea Expressway 
Corporation had a debt-to-equity ratio of 87.6% in 2007, but the debt-to-equity ratio fell to 
80.8% at present in 2018. 
  Unit : % 
Company 2007  2008  2009  2010 2011 2012 2013 2014 2015  2016  2017 2018 
Kwater (A) 16.0 19.6 29.1 76.6 116.0 122.6 120.6 112.4 211.4 204.8 188.5 179.9
KE(B) 87.6 96.6 98.1 97.8 99.6 97.1 94.2 91.6 88.0 85.8 81.8 80.8
Difference 
(A-B) 
(71.6) (77.0) (69.0) (21.2) 16.4 25.5 26.4 20.8 123.4 119.0 106.7 99.1
Figure 4 K-water & Korea Expressway Corp.’s Debt-to-equity ratio  
Source. All Public Information In-One. Retrieved from http://www.alio.go.kr/home.do 
 
In terms of total borrowings and bonds payable to total assets, as shown in figure 5 below, 
K-water also saw a 57.0% increase in 2018 from 8.7% in 2007, while the Korea Expressway 
Corp. saw a drop from 43.1% in 2007 to 41.1% in 2018. 
 Unit : % 
Company 2007  2008  2009  2010 2011 2012 2013 2014 2015  2016  2017  2018 
Kwater (A) 8.7 11.7 17.8 37.9 48.2 47.4 45.3 46.4 59.5 58.0 58.1 57.0
KE (B) 43.1 46.5 46.7 45.3 45.9 45.3 44.9 44.8 44.0 42.7 41.6 41.1
Difference 
(A-B) 
(34.4) (34.8) (28.9) (7.4) 2.3 2.1 0.4 1.6 15.5 15.3 16.5 15.9
Figure 5 K-water & Korea Expressway Corp.’s Total borrowings and bonds payable to total 
assets Source. All Public Information In-One. Retrieved from http://www.alio.go.kr/home.do 
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In other words, in the past, the two companies had similar financial ratios and were disclosed 
at the same bond valuation yield, but over the past decade, K-water saw its debt equity ratio 
more than 10-fold, while the Korea Highway Corp. saw its debt equity ratio fall slightly. Thus, 
comparing the bond valuation yield of the two companies, we will find a correlation between 
the change in the debt equity ratio and the bond issue interest rate. 
 
The below figure6 is an average of bond valuation yield by year with a maturity of 5 years. 
According to this table, K-water, which has a low debt ratio than Korea Expressway Corp., had 
a 0.01% lower interest rate than the Korea Expressway Corp. until 2010, while the two 
companies had the same interest rate from 2011 to 2016, when K-water's debt equity ratio was 
higher than that of the Korea Expressway Corp. But in 2017, when K-water's debt equity ratio 
was still higher than that of Korea Expressway Corp., K-water's interest rate was again 0.01 % 
lower than that of Korea Expressway Corp. From 2017, K-water has a debt equity ratio of 100 % 
higher than Korea Expressway Corp., but interest rates are the same. 
 
Therefore, the analysis of bond valuation yield of these two companies shows no clear 
correlation between the debt-to-equity ratio of public institutions and the issuing interest rate 
of bonds. 
Unit : %
Company 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Kwater (A) 6.23 5.78 4.67 4.24 3.48 3.23 3.00 2.12 1.67 2.19 2.49 1.71
KE (B) 6.24 5.79 4.68 4.24 3.48 3.23 3.00 2.12 1.67 2.20 2.49 1.71
Difference 
(A-B) 
(0.01) (0.01) (0.01) - - - - - - (0.01) - -
Figure 6 K-water & Korea Expressway Corp.’s Average of bond valuation yield by year with 
a maturity of 5 years. 
Source. Korea Financial Investment Association. Bond Issue Statistics. (2019). Retrieved 
from http://freesis.kofia.or.kr/stat/FreeSIS.do?parentDivId=MSIS20000000000000 
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4.2. Correlation Analysis 
In the previous paragraph, through comparison of K-water and Korea Expressway bond 
valuation yield, it was found that there is no clear correlation between the debt equity ratio of 
public institutions and the interest rate of bond issuance. In this section, we will examine which 
factors affect the interest rate of bond issuance by analyzing the correlation between various 
financial ratios, bond maturity, etc. of LH and K-water, and bond issuance interest rates. 
Over the past decade, the K-water and LH have shown opposite changes in their financial 
ratios. In other words, as shown in the table figure7&8&9, K-water's financial ratio worsened, 
with its debt rising and its net profit ratio falling. On the other hand, LH recorded a lot of profits 
through the construction of large-scale new cities such as Sejong City, Dongtan and Wirye, 
which allowed it to improve its debt equity ratio by about half in 2018 compared to 2008. 
  Unit : % 
Company 2007  2008  2009  2010 2011 2012 2013 2014 2015  2016  2017  2018 
Kwater (A) 16.0 19.6 29.1 76.6 116.0 122.6 120.6 112.4 211.4 204.8 188.5 179.9
LH (B) - - 524.5 461.2 468.0 466.0 457.8 408.7 375.9 342.1 306.3 282.9
Difference 
(A-B) 
16.0 19.6 -495.4 -384.6 -352.0 -343.4 -337.2 -296.3 -164.5 -137.3 -117.8 -103.0
Figure 7 K-water & LH’s Debt Equity Ratio. 
Source. All Public Information In-One. Retrieved from http://www.alio.go.kr/home.do 
 
Unit : %
Company 2007  2008  2009  2010 2011 2012 2013 2014 2015 2016  2017  2018 
Kwater (A) 8.7 11.7 17.8 37.9 48.2 47.4 45.3 46.4 59.5 58.0 58.1 57.0
LH (B) - - 57.7 57.1 56.6 57.3 56.5 57.5 53.0 48.3 44.1 40.2
Difference 
(A-B) 
8.7 11.7 -39.9 -19.2 -8.4 -9.9 -11.2 -11.1 6.6 9.7 14.0 16.8
Figure 8 K-water & LH’s total borrowings and bonds payable to total assets.  
Source. All Public Information In-One. Retrieved from http://www.alio.go.kr/home.do 
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Unit : %
Company 2007  2008  2009  2010 2011 2012 2013 2014 2015 2016  2017  2018 
Kwater (A) 8.2 6.8 4.0 2.3 4.6 8.4 9.5 8.1 -153.4 -3.2 5.5 7.1
LH (B) - - 7.6 3.9 5.2 6.6 3.9 4.0 4.1 9.7 11.8 11.5
Difference 
(A-B) 
8.2 6.8 -3.6 -1.6 -0.5 1.8 5.6 4.1 -157.5 -12.9 -6.3 -4.4
Figure 9 K-water & LH’s Ratio of net income to net sales.  
Source. All Public Information In-One. Retrieved from http://www.alio.go.kr/home.do 
 
Below are the multi-regulation analysis results (Stepwise) to detect factors that affect K-
water's bond issue interest rate. Analysis of various independent variables, including the 
financial ratio, annual total bond issuance amount and base rate, found that only the net 
issuance amount and maturity of the bond affect the bond issuance interest rate. 
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Below are the multi-regulation analysis results (Stepwise) to detect factors affecting LH's 
bond issue interest rate, and the same independent variables as K-water were used. According 
to the analysis, LH's bond issue rate was affected by more diverse independent variables than 
K-water. In other words, LH's bond issue rate was found to be affected by the net issuance 
amount, the ratio of LH's net issuance amount among the total issued bonds of public 
corporations, maturity, interest coverage ratio and the benchmark interest rate. 
 
19 
 
 
20 
 
 
  
21 
 
22 
 
23 
 
24 
 
25 
 
Therefore, a correlation analysis that affects the bond issuance rates of K-water and LH 
above showed that LH is affected by a variety of independent variables than K-water, but both 
companies are affected by the same net issuance amount and maturity. In other words, financial 
ratios, such as debt-to-equity ratios, were found not to affect the bond issuance rates of the two 
companies.  
 
Analyzing the reason why net issuance amount and maturity affected the bond issuance rate, 
it is estimated that if the company has a large amount of bond issuance, company will be forced 
to issue the bond at the high interest rate without considering the high and low interest rates.  
In addition, if the maturity of the bond is prolonged, it seems to be because the investors take 
higher risks and demand higher interest rates.  
 
5. Conclusion 
In the past, the South Korean government ordered a large budget execution for Korean public 
institutions to revitalize the economy, which led to a rise in the debt equity ratio of many 
Korean public institutions. Among them, K-water, in particular, has seen a 10-fold increase in 
its debt equity ratio over the past decade. According to the theory of financial management, an 
increase in a company's debt equity ratio also increases the risk of bankruptcy, thus increasing 
the cost of financing the company. 
The following questions were studied in this study. Does the bond issue rate rise when the 
debt ratio of public institutions increases? What are the other factors that affect the bond's 
issuance rate? 
In the first analysis, the bond valuation yield was analyzed. The bond valuation yield is 
announced daily in consideration of market conditions, such as the benchmark interest rate and 
the change in the interest rate of Korean treasury, thus it is the estimated interest rate when 
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each company issues bonds. K-water and Korea Expressway Corp. have been publicly notified 
of the same bond valuation yield as they have had similar financial ratios in the past, but over 
the past decade, K-water has seen its debt equity ratio increase 10-fold, and the Korea 
Expressway Corp. has maintained the same debt equity ratio for 10 years. According to the 
analysis of the bond valuation yield of the two companies, the two companies are still publicly 
notified of the same bond valuation yield as in the past, even though K-water's debt ratio is 
100%p higher than that of the Korea Expressway Corp. Therefore, it is hard to say that there is 
a correlation between the debt equity ratio and the bond interest rate. 
In the second analysis, the K-watr and LH cases analyzed the correlation of factors affecting 
bond interest rates among various independent variables, such as market conditions and 
issuance amount, including the benchmark interest rate, in addition to the financial ratio. The 
analysis showed that the independent varibles that affect the two companies were net issuance 
amount and maturity. The reason is estimated that if the company has a large amount of bond 
issuance, company will be forced to issue the bond at the high interest rate without considering 
the high and low interest rates.  In addition, if the maturity of the bond is prolonged, it seems 
to be because the investors take higher risks and demand higher interest rates.  
According to the above two analyses, the bond issue rate of public corporations is not related 
to the increase in financial risks such as debt-to-equity ratio. This means that even if the debt 
ratio of public corporations increases and the financial risk increases, the investor does not 
believe that the risk of bankruptcy of public corporations increases, in other words, the investor 
is seen as putting more importance on the government's supportability when investing in bonds 
of public. 
However, this report did not study which policies of the government could prove more firmly 
the possibility of support for public enterprises. If further research in this field is developed in 
the future, it will be a great help to improve save interest cost for Korean public enterprises. 
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